This paper compares figures on selected assets and liabilities from the FFA household sector with survey-based estimates from the 1989 and 1992 Survey of Consumer Finances (SCF). Comparisons of the FFA asset and liability categories to those constructed from the SCF have proved difficult in the past, and many previous studies have not fully adjusted for definitional differences between the SCF and FFA. This analysis addresses some common misperceptions about the definitions of the various components of the FFA household sector's assets and liabilities, describes more fully the reconciliations between the SCF and FFA measures, provides a more detailed classification of assets and liabilities, and offers alternative explanations for the discrepancies between the SCF and FFA household wealth components. The results show that for some asset and liability categories the SCF and FFA estimates are quite close in 1989 and 1992. The measures of total liabilities match up better than those for total assets.
I Introduction
Household wealth plays an important role in macroeconomics.
Most models of consumption depend in part on a wealth variable, and often the components of the overall household balance sheet are examined to help explain aggregate spending patterns. Thus, the availability of accurate measures of the assets and liabilities of the household sector becomes critical for model building or descriptive information on economic developments. estimates are derived from different methods, those estimates that are close to each other provide a higher degree of confidence in the 2 accuracy of the data.
The SCF is the most comprehensive wealth survey of its kind.
Individual households are asked to detail the current status of their financial assets and liabilities. Moreover, to provide precise estimates of the highly skewed components of wealth, the SCF 3 oversamples the highest income individuals.
The SCF compensates for statistically high nonresponse rates among wealthy families by using data from tax files to adjust the sampling weights in the population estimates (Kennickell, McManus, and Woodburn, 1996) . This Second, these weighted responses are summed to form an aggregate estimate of households' holdings of the asset or liability. Throughout the remainder of the paper, these weighted sums are referred to as the SCF estimates. Standard errors of the SCF __________ 2. This view disagrees with Eugene Smolensky who questioned "...when the SCF agrees with the FFA, the SCF number is also wrong?"..."It may be." in his comments to Juster, Curtain and Morgan (1989) . Smolensky was referring to "ancient" benchmarks used by the FFA in estimating financial assets and liabilities. However, in the last five years the Flow of Funds Section has made great strides in improving the quality of the data by updating benchmarks and by incorporating more statistical information into the FFA estimates. As a result, I believe that agreement between an SCF and an FFA estimate reinforces our confidence in that figure. 3. For the 1989 and 1992 SCF surveys, 3,143 and 3,906 households, respectively, were interviewed. The SCF selects households according to two sampling strategies. The majority of households are chosen via a standard multistage area-probability sample from among the continental United States--72 percent and 63 percent of the 1989 and 1992 sample, respectively, were selected in this fashion. The remaining households for each survey year were chosen from a sample of federal income tax returns using an algorithm to select a stratified sample to overrepresent those that are more likely to be wealthy (Kennickell and Woodburn, 1993) . 4. Curtin, Juster, and Morgan (1989), and Eller (1994) . 5. For a description of the weighting design for the SCF see Herringa, Conner, and Woodburn (1994) ; Kennickell and Woodburn (1992); and Kennickell, McManus, and Woodburn (1995) . asset and liability estimate were calculated to gauge the variability of the SCF estimates and, more importantly, to provide some statistical measure of the significance of the difference between the 6 SCF and FFA estimates.
The reported standard errors are based on the bootstrap methodology described in Kennickell and Woodburn (1992) .
Comparisons of FFA asset and liability categories to those constructed from the SCF have proved difficult in the past. The household sector in the FFA contains assets and liabilities of personal trusts, nonprofit organizations, and unit investment trusts, 7 none of which are included in estimates from the SCF. This analysis pays special attention to stripping the FFA asset and liability categories down to those of a "pure" household sector so that comparisons between the FFA and SCF are more meaningful.
Other researchers have constructed aggregate measures of selected assets and liabilities held by households from surveys and compared these estimates to those reported in the FFA. The study by Avery, Ellihausen, and Kennickell (1987) Scholz (1994) updates the AEK study using the 1989 SCF, and Eller (1994) provides a comparison of the aggregate estimates of households' __________ 6. The 1989 SCF point estimates in this paper use the SRC-weights available on the public use tape. However, the bootstrap weights necessary for calculating the 1989 standard errors correspond to the FRB-weights used in Kennickell and Shack-Marquez (1992) . For consistency with the SRC-weight point estimates, I scaled the bootstrap estimates by the ratio of the SRC-weight point estimate to the FRB-weight point estimate. The 1992 SCF point estimates and standard errors were calculated using FRB-weights; therefore, no adjustments were necessary.
7. The SCF inquires about the value of personal trusts; however, the questions concerning the financial asset composition of the investment are broad and lack sufficient detail to adjust the SCF measures of specific financial assets held directly by households to include those held by personal trusts. 
II Assets of the Household Sector
Several adjustments to the SCF and FFA figures are necessary to place them on a comparable basis. These adjustments account for the broader inclusion of assets in the FFA and the different treatment of IRA/Keogh accounts and employer-sponsored private pension assets between the FFA and the SCF.
The most crucial adjustment to the asset categories in the FFA is the exclusion of the assets of personal trusts, nonprofit organizations, and unit investment trusts which are not included in the SCF estimates. These assets account for about 9 percent of the FFA household sector's financial assets in 1989 and 1992 10. The AEK study also attempted to adjust the FFA household sector estimates for the financial asset holdings of nonprofit organizations; however, source data for nonprofit organizations asset holdings are nonexistent for 1963 and very limited for 1983.
Estimates of private pension fund reserves are difficult to reconcile between the FFA and the SCF because of differing treatment of the assets of defined-benefit pension plans. In the FFA, private pension assets include the current value of investments in definedbenefit funds. In the SCF, the assets of defined-benefit plans cannot be measured. Generally, households know only their current benefits or the formula for their expected benefits at retirement, but these liabilities are not indicative of the current value of assets in the defined-benefit pension fund. Both FFA estimates are well within one standard error of the corresponding SCF estimate.
Deposits
Total deposits in the FFA are made up of checkable deposits and currency, time and saving deposits, and money market mutual fund shares. The FFA provides estimates of each of these transaction categories separately, and comparable estimates for each deposit type can be calculated from the SCF. As shown in The most common problem is that households forget one or more savings accounts.
The authors also conjectured that the FFA figures for time and savings deposits were less reliable than the SCF estimates mainly because they believed that the estimates in the FFA household sector could not be "disentangled" from the value of time and savings deposits held by closely held businesses. However, several observations tend to dispute this claim. First, FFA source data for liquid assets held by nonfinancial corporations, which includes closely held corporations, comes from balance sheet information filed by corporations with the IRS. There should be no reason for closely held corporations to misreport their time and savings deposits. Also, separate work done by Samolyk (1996) using the 1989 National Survey of Small Business Finance showed that unincorporated businesses hold only about half the time and savings deposits that the FFA had previously attributed to them. Moreover, the $800 billion gap between the FFA and SCF estimates is larger than the total amount of financial assets held by all unincorporated businesses and represents over 20 percent of total financial assets held by all nonfinancial corporate businesses. While there is no doubt some misreporting by closely held businesses, both corporate and noncorporate, it is difficult to __________ 12. Time and savings deposits in the FFA include negotiable certificates of deposit, passbook savings accounts, and money market demand accounts (MMDAs).
13. Ferber (1965 , 1966 ,a, 1966b ), Ferber, Forsythe, Guthrie, and Maynes (1969 , Mandell and Lundsten (1978) , and Maynes (1965) . AEK made note of these studies as a possible explanation for the mismatch between the SCF and FFA estimates for savings and time deposits.
imagine that it could explain the considerable difference between the SCF and FFA estimates.
While most of the difference between the SCF and FFA time and savings figures is likely to be attributed to underreporting by households in the SCF, two additional factors may be the asset holdings of nonreporting nonprofit organizations and personal trusts administered by nonbank fiduciaries in the FFA. Nonprofit organizations with less than $25,000 in annual gross receipts, religious organizations and personal trusts administered by individuals (lawyers, friends, or relatives) are not required by law to report balance sheet information. As a result, these assets remain in the FFA "pure" household sector. Although aggregate data on smaller nonprofit and religious organizations are not available, it is likely that their assets are concentrated in deposits rather than 14 riskier financial assets, such as corporate stocks and/or bonds.
As for personal trusts administered by individuals, these types of trusts may hold a higher proportion of "safer" assets than their bank counterparts. Individual administrators may be less financially sophisticated and, therefore, unwilling to take risks given current fiduciary responsibility laws. 
Credit Market Instruments
In the FFA, the outstanding amount of bonds are reported at face value net of accumulated premiums or discounts to measure the actual amount of funds raised in credit markets. Also, because most institutional bond holders report the purchase price, more commonly Of course, IRA/Keogh accounts may be invested directly in stocks and/or bonds through brokers. Although the SCF provides some information on the type of investment for IRA/Keogh accounts, the asset categories are too broad to distinguish between mutual funds, MMMFs, and stock. Therefore, IRA/Keogh accounts were assumed to be invested only in time deposits, MMMFs, and mutual funds based on the location of the account. 
Long-Term Mutual Fund Shares
The definition of long-term mutual funds appears relatively easy to reconcile between the FFA and the SCF. The SCF questions respondents about the market value of any long-term mutual fund shares that they may hold, and categorizes them by type of fund: stock, 
Corporate Equities
One common misperception found in previous FFA/SCF comparisons is that corporate equity in the FFA contains only publicly traded stock (AEK, Scholz (1994) , Curtin, Juster and Morgan (1989) ).
The market value of corporate equity in the FFA includes both the value of publicly traded shares, as well as, an estimate of the market value of closely held corporate shares. As a result, previous research compared a narrow SCF definition to a broader FFA classification and concluded that the FFA figures for corporate equity were inexplicably higher than the SCF estimates. In fact, when placed on a definitionally consistent basis, the SCF estimates for total 20 corporate equity are higher than the FFA estimates.
The SCF estimate of total corporate equity held by the household sector in 1989 is $666 billion (3.5 standard errors) higher than the FFA __________ 20. The SCF estimate that is definitionally equivalent to the FFA is the sum of the value of publicly traded stock--the SCF question specifically asks respondents to exclude any shares held through mutual funds, pension accounts, trusts, or in business to avoid double counting--and the sales value of privately held subchapter S corporation and other corporate businesses of which the household owns an interest. 
Owner-Occupied Housing
On the aggregate balance sheet, the value of owner-occupied housing contributes the biggest share to household wealth, and often, individual households view the value of their home as an indication of their financial well-being. The value of owner-occupied real estate and changes in the value of owner-occupied real estate can have a significant effect on households spending and saving decisions. Thus, accurate measurement of house values becomes paramount in analyzing feedback effects from changes in household balance sheets.
In the FFA, special effort is made to construct a reliable measure of the market value of owner-occupied real estate.
Owner-occupied real estate in the FFA consists of the value of single-family properties, condominiums, cooperatives, vacant homes for sale, and vacant land. Benchmarks for these series are estimated every two years using data from the biennial American Housing Survey (AHS). The values for the intervening years are based on movements in the FNMA-FHLMC Existing Home Repeat Sales Index and net new invesment in owner-occupied structures available from the Bureau of Economic Analysis. Moreover, the FFA takes into consideration the tendency for survey respondents in the AHS to overstate the value of their home and 22 reduces the AHS estimate by 6 percent.
In this study, the value of owner-occupied real estate estimated from the SCF is simply the population estimate of the value of the principal residence (excluding farms) owned by the respondents.
Also, in order to fully reconcile the FFA and SCF estimates, the value of vacant land was deducted from the FFA figure. The FFA and SCF measures of owner-occupied real estate match up extremely well in both 1989 and 1992, differing by only $127 billion and $109 billion, respectively. Also, the FFA estimates are within one standard error of the SCF estimates.
Equity in Noncorporate Business
In the FFA, equity in noncorporate businesses is derived using a balance sheet approach; total assets less liabilities in the noncorporate sector equal equity in noncorporate business. Included in the FFA noncorporate tangible asset figure is the value of one-tofour family rental properties; however, the corresponding mortgage 23 debt for these properties is not included.
In the SCF, the estimate for the value of noncorporate business is based on responses to the question "How much is your family's share of this business worth; that is, how much could you sell it for today?" To derive an estimate from the SCF that is comparable to the FFA, responses on the value of business interests were sorted by form of ownership to separate sole proprietorships, partnerships, limited partnerships, and other noncorporate business arrangements from corporate enterprises. Also, the SCF estimate of the value of one-to-four family rental properties ($963 billion and __________ 22. Using the AHS, Goodman and Ittner (1992) find that the average home owner overestimates the value of his/her house by 6 percent.
23. The source data for tangible assets of the noncorporate sector are from the Bureau of Economic Analysis and include the value of rental property. The source data for the mortgage debt of the noncorporate sector come from the Internal Revenue Service and do not include mortgage debt on the one-to-four family rental properties owned by households. $1.2 trillion in 1989 and 1992, respectively) was added to the value of noncorporate business interests to obtain the SCF estimate of noncorporate business equity.
For 1989, the FFA estimate of households' noncorporate equity is $219 billion lower than the SCF estimate of $2.8 trillion, but the standard error of the SCF estimate is quite high at $781 billion.
More than half of the standard error is the result of imputing a value for noncorporate business equity in the SCF. For 1992, the FFA estimate is $419 billion (1.2 standard error) lower than the SCF estimate.
III Liabilities of the Household Sector
To compare estimates of liabilities of the household sector in the FFA with those in the SCF on a consistent basis requires several adjustments to both datasets. 24. Seventeen percent of tax-exempt debt in the FFA household sector remained in the adjusted FFA total liabilities because this debt was issued by nonprofit educational institutions to finance student loans and would be included in student loans in the SCF.
25. However, the liabilities of noncorporate business, which includes these types of debt affect the household sector balance sheet through the transaction category, "equity in unincorporated business." 
Home Mortgages
Estimates of mortgage debt on one-to-four family residences, the largest component of household debt, is the most difficult to reconcile. Careful grouping of the SCF responses on home loans is required to produce an estimate consistent with the FFA. In this study, the SCF estimate of home mortgage debt sums responses on:
; all first mortgages, second mortgages and home equity loans on the respondents' principal residence;
; the utilized portion of home equity lines of credit;
; mortgages on one-to-four family investment (rental) 26 properties owned by the respondents.
; mortgages on real estate that has been sold and mortgages on vacation homes; and ; business loans secured by the owner's principal residence that were not reported under second mortgages or home equity __________ 26. One might expect these mortgages to be a liability of the noncorporate sector in the FFA. However, net income from rental properties not owned by a business is reported on Schedule E of the 1040 Personal Income Tax Form, and the Internal Revenue Service does not include this type of mortgage debt in their data on noncorporate businesses, which is the major source for the noncorporate sector in the FFA. 27 loans.
This last component was determined to be 1/2 of total business loans secured by personal assets based on 28 information from the 1992 survey.
This definition of home mortgage debt in the SCF is broader than that calculated in previous studies. For example, the AEK study does not appear to have included mortgage debt on one-to-four family rental properties and business loans secured by the owner's principal residence. Rather, the estimate of home mortgage debt in AEK was defined as "principal outstanding on mortgages against principal and secondary residences and other small residential properties."
Investment properties would not qualify as residences in this definition, and it is unclear whether they would have been included in other small residential properties. The omission of these two sources of mortgage debt may explain why AEK's SCF estimate of home mortgage debt for 1983 was significantly lower than the FFA estimate. 
__________
27. Home mortgage debt in the FFA is derived from the balance sheets of commercial banks and thrift institutions and the amount of home mortgages held in federally related mortgage pools. As a result, the ultimate debtor from the lender's perspective is the household, not the business.
28. The 1992 SCF inquires about the type of loan that was used for investment into a business. About 1/2 of these respondents reported second mortgages and home equity lines of credit as the source of funds for their business. 
Consumer Credit
Consumer credit is the second largest category of household debt. Again, the SCF responses must be grouped carefully to correspond to the definition of consumer credit in the FFA. SCF responses on car loans, credit card debt and charges, student loans, and personal loans for furniture, education, mobile homes, professional expenses, and other items were summed to obtain an estimate of consumer credit from the SCF. In addition, the remaining one-half of business loans secured by personal assets was added to the SCF consumer credit total. This business debt is likely to take the form of a personal loan from a bank or a finance company or reflect personal credit card usage for investment in the business. Such debt would be included in the consumer credit total reported in the FFA.
One adjustment to the FFA consumer credit figures is necessary to achieve comparability between the SCF and the FFA estimates.
Student loans granted by nonprofit educational organizations and student loans transferred to the Student Loan Marketing Association 29 (SLMA) must be added to the FFA consumer credit figures.
Respondents in the SCF report total student loan debt and generally __________ 29. Consumer credit in the FFA includes only student loans kept on the books of financial institutions or those loans held indirectly by depositories via asset-backed security obligations.
would not know if those loans were funded by a nonprofit organization or subsequently sold to SLMA by their financial institution.
As shown in table 6, the two measures of total consumer credit are extremely close for both 1989 and 1992. For 1989, the difference is only $14 billion (0.4 standard error); for 1992, the gap is a tiny $8 billion (0.1 standard error). Some caution should be used in comparing the FFA and SCF estimates for revolving and other consumer credit. In the SCF figures business loans belong in both these categories, but they cannot be partitioned into revolving and other consumer credit. 
IV Summary
Although previous researchers have compared FFA and SCF estimates, often the estimates were not on the same definitional basis, leading to mistaken conclusions. For example, FFA estimates of total corporate equity include shares of closely held corporations.
Previous research had counted only the value of publicly traded shares and determined that the FFA estimates were inexplicably higher than the SCF estimates. However, when the value of closely held shares is added to the SCF estimate of corporate equity, the SCF estimates are, in fact, higher than the FFA estimates.
After careful adjustments for conceptual and definitional differences in the FFA and SCF transaction categories, I find that the FFA and SCF estimates for total liabilities and total assets are extremely close in 1989. Indeed, the 1989 FFA estimates of home mortgage debt, consumer credit, U.S. Treasury securities, corporate and foreign bonds, pension assets, mortgage assets, checkable deposits, mutual fund shares, money market mutual funds, and owner-occupied real estate are all within one standard error of the SCF estimates. The match up between the FFA and SCF estimates is worse for 1992. Nevertheless, the FFA estimates of money market mutual funds, U.S. agency securities, mortgage assets, pension assets, home mortgage debt, consumer credit, and owner-occupied real estate are within one standard error of the SCF estimate.
The main trouble between the SCF and FFA estimates primarily lies in the consistent and offsetting differences between the SCF and FFA estimates for time and saving deposits and the value of closely held corporate equity. The FFA shows higher time and saving deposits than the SCF, while the SCF shows higher closely held corporate equity. Curtin, Juster, and Morgan (1989) tried to tie the differences between the time and savings deposits and corporate equity together. While appealing, that explanation does not work given recent evidence from the Small Business Survey on how few time and saving deposits small businesses have on their balance sheets. Future work in the SCF and the FFA would be to investigate better measurements for these two transaction categories. 
